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Pay-or-Play Health Care Mandates
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There has been discussion about whether
an employer mandated health insurance
system would actually provide more
Californians access to health care.

Broad Agenda Planned for 2007

Currently, only Hawaii has enacted a major pay-or-play health insurance mandate. They enacted
their system in 1974. It has been determined that Hawaii’'s law reduced the number of uninsured
by no more than 10 percent and the uninsured rate is almost identical to the national average. So
is such a system truly worth the cost on employers and employees?

Californians weighed in on this question in November 2004, when they rejected a pay-or-play
employer mandated health insurance system. Even though the voters said no, a pay-or-play
system is still one of the proposals that will be debated over the next few years in the California
Legislature.

An October 2006 report by the Public Policy Institute of California entitled, “Pay-or-Play Health
Insurance Mandates: Lessons From California” found that employers would not be the only ones
negatively affected by such a mandate. It reviewed the probable effects of the proposed pay-or-
play employer mandated health insurance system that voters ultimately rejected.

First, the PPIC report stated that “employer mandates for health care is an expensive way to cover
the uninsured because it would affect employees who already had health insurance.” This is
because most Californians are already covered by insurance. This is also true nationwide. In 2004,
82 percent of people younger than 65 years old had some form of health insurance and nearly 77
percent of insured individuals had employer-provided coverage.

If you further break-down the numbers of the uninsured in California, it shows that a majority of
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the uninsured legal residents have access to health insurance but choose not to obtain it.

It found that even under the most expansive employer mandate proposals, close to 40 percent of
the uninsured are still unlikely to be covered. These uninsured individuals do not have a strong
attachment to the labor force meaning that they are frequently unemployed.

When the PPIC reviewed the pay-or-play system, it found the annual employer cost per newly
covered uninsured individual would have been approximately $6,500. This is because an estimated
two-thirds of the employer costs would have gone to individuals who were already insured.

Often when government places a mandate on businesses that will increase their costs, the
employer is faced with passing the costs to their customers, decreasing the number of employees,
or leaving the state in order to avoid going out of business.

The PPIC report found that over the long run, most of the mandated costs to employers would be
shifted back to employees in the form of lower wages. It could also create disincentives to look for
new employment.

What is even worse is that an estimated 70,000 low wage workers would have lost their jobs. In
general, some low-skilled and less-experienced workers who would otherwise be able to find jobs
will instead become unemployed because pay-or-play would drive up the cost of their labor,
according to the PPIC report.

For the majority of Californians who already have health insurance, a pay-or-play system would
create greater government regulation of premiums and benefits. This type of government
intervention would make both employers and employees worse off especially since benefits are
often negotiated by employers and employees with agreements that benefit both parties.

Pay-or-play employer mandated health insurance is clearly not worth the cost. It has not proven to
increase access to health care while at the same time it most likely will create lower salaries, higher
costs, and more unemployment.

Instead of adopting such a burdensome system for California, the health care debate should focus
on lowering the cost of health insurance so it becomes more affordable for Californians.

If you would like to contact Senator Runner, please click
here: Email - Website

OFFICES

| Capitol \| | Antelope Valley \|
State Capitol, Room 4066 848 W. Lancaster Blvd, Ste 101
Sacramento, CA 95814 Lancaster, CA 93534

Phone: 916-651-4017 Phone: 661-729-6232

Fax: 916-445-4662 Fax: 661-729-1683


mailto:senator.runner@sen.ca.gov
http://republican.sen.ca.gov/web/17/

Victorville

Victorville City Hall
14343 Civic Drive, First Floor
Victorville, CA 92392

Phone: 760-843-8414
Fax: 760-843-8348

Santa Clarita — San Fernando

Valley — Ventura County

Santa Clarita City Hall

23920 Valencia Blvd., Suite 250
Santa Clarita, CA 91355

Phone: 661-286-1471 Santa
Clarita Valley

Phone: 661-286-1472 San

Fernando Valley & Ventura County
Fax: 661-286-2543




